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Person to Contact:
Telephone Nunmber:
efer Reply to:

Date: jyp 311539
bear Applicant:

We have considered your applicacion for recognition of cxemption frou Federal
Income Tax uuder Seatlon SOL(¢)(3) of the Internal Revenue Code of 1986.

The inforwation submitted discioses that vou were created #8 a trust on
- I - B occ your crustoes.

According to your trust document, you were formed specitically for the purpose

of enabling Gerry Hillhouse to compete in various powerlifting competitious.
The followving stabements appeared In your application:

I o5 3 suvere spinal disorder. Throughout his formal
education, he hags participarced In a2mateur poveriifcing meets to overcone
his handicap. Because there are individuzls who recognized

a8 an exceptionally dedicated young nan, and wio realized be would not be

bl ti ixiiirvu his goal without some financial help, the P

Trust was formed.
ine solo activity of the trust Ls vo pay the truvel cxpenses of [ ]
BN hiic parclcipeting in amaceur competition. The trust is funded by
contributions.

Section 501(c)(3) of the Code provides for the oxem
Tax of corporations organized and operated excluslvely for religious,
charigable, literary, sclentific, and educational purposes; no part of the noet
earnings of which Inures to any private sharcholder or individual.

ption from rederal Income

Secrion 1.501(c)(3)~1 of the Tas Regulations relates ta the definicl
organization and operation of organizations described In
It is quoted, in part, as follous:

"(a) CGrpanizational ond opurational tests. (1) in order to be exenpt as an
organization descrikbed in Section 201(c)(3), an organization must he boch
orgenized cud operatug =xclusively for one or more of che purposes specified
in such section., (f an organization fails to meer either the organizational
test or the operations test, {t §s not exempt. 2} The term "exempt purpose
Or puiposes”, as vsed in this section, means any purpose or purposes specified
ir Seculon 50L¢e) (E)...."
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() Operational test. (1) Primary activities. An organization will be

regarded as “operated exclusively” for one or more exempt purposes only if it
.engages primarily in activities which accompligh one or wore of such exeopt
purposes speciffed in Section 501(c)(3). 4&n organization will not be so
regarded. 1f more than an insubstantial part of its activities ig not in
furtherance of an exempt purpose. (2) Distribution of warnings. An
organization is not operated exclusively for one or more exempt purposes if
its net earnings imure in whole or in part to the benefit of private
sharzholders or individuals...” )

geerion 1.501(e)(3)-1(a) of the Income Tax Regulationy provides that in ordex

. to be exempt as an organization described in Sectcion 501(c)(3), the
organization must be one that is both organized and operated exclusively for
one or more of the purpuses specified 1n that section, If an organizacion
fails to meet either organizational cr the operactional rest it is not exempts

© Section 1;501(c)(3)71(d)(1)(11) of the Income Tax Regulations provides that an
organization is:not organized and operated exclusively .for exempt purpoges
unless it serves a public rather than a private interest. Thus, it is
necessary for an organization seeking cxemption under’ Section 501¢e)(3) to
establish that it is not organized or opeiated for the benefir of private
interests such 2as designated jndividuals, the creator.or hig fawmily,
sharaholders of the organization, or pexsons controlled, directly or
indirectly, by such private interests.

According to Rev. Pul.’ 57-449, 1957-2 C.B. 622, 8 trust, whose beneficiaries
were 'a group of identifisble fndividuals, did not qualify for exempt status.
The trust was formed to pay a certain sum to specific individwals.

- It has been held that a trust, set up for the benefit of an aged clergyman and
‘his wife, was not exempt. Despite the fact that the elderly gentleman wag in

. financial need, this was a private trust, not a charitable trust. Carrie a
Maxwell' Trust, Pasadena Methodist Foundation V- Commissioner, 2 TCM 905 (1943).

You do not qualify for exempt status under Section 501(e)(3) because you are
operating for the private benefit of a specific individusl. A trust operated

for the private benefit of a specific individual is not a chariteble trust
because it serves g private rather than a public intersst. ) . .

-

You are required to file Federal Income Tax Returns.
) Qqntfibutions made to you are not deductible by the donors us charitable .. »Q:.'
'/éontributions as defined in Section 170(c) of the Code. . 2 Lo




If you do not agree with these conclusions, you may within thircy days from
the date of this letter, file g brief of the facts, law and arguments (in
duplicate) which clearly sets forth your position. In the event you desite an
oral discussion of the issues, you should so indicate in your submission. A
conference will be arranged in the Regional Office after you have subnitted

" your brief to the Chicago District Office and we have had an opportunity to
consider the brief and it appears thar the conclusions reached are still
unfavorgble to you. Any submission musc be signed by one of your principsl
officers. If the matrer is to be handled by a representactive, the Conference
and Practice Requirements regarding the filing of a power of attorpey and
evidence of enrollment to Practice must be met. We have enclosed Publication
892, Exewpt Organization Appeal Procedures for Adverse Determinations, wvhich
explains in detail your rights and procedures.

If you do not protest this proposed determination in a timely manner, it will
be considered by the Internal Revenue Service as u fallure to exhaust
available administrative remedies. Section 7428(b)(2) of the Internal kovenue
Code provides in part that "a declaratory judgment or decrce under this
scction shall not be issued in any proceeding unless the Tax Court, the Court
of Claims, or the District Court of the United States for the District of
Columbia determines that the organization involved has exhausted
administrative remedies availabie to it within the Internal Revenue Service."

Please keep this determination lecter in your permanent records.

If you agree with this determination, please 8ign &nd return tue vaclesed Form
6018,

If we do not hear from you wichin 30 days from the date of this ietrer, this
determination will become final. 1In accordance with Code Sectior 0104(c), we
will notify the approprlate State officials of this action.

Sincerel urs

District Director

Enclosures:
Publication 892
Form 6018






